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IBRD Loan to India 


The International Bank for Reconstruction and Devel- 
opment on November 19 made a loan of $16,200,000 to 
finance the foreign exchange costs of a thermal electric 
power plant in Bombay. The National City Bank of New 
York has agreed to participate in the loan without the In- 
ternational Bank’s guarantee, to the extent of $1,364,000. 
This amount represents the first four maturities of the 
loan, which fall due semiannually beginning October 15, 
1958. 

The power plant will be one of the most modern and 
eficient in India, and will help relieve the acute power 
shortage in Bombay and the surrounding area. The bor- 
rowers are The Tata Hydro-Electric Power Supply Co., 
Ltd., The Andhra Valley Power Supply Co., Ltd., and The 
Tata Power Co., Ltd. These companies are privately 
owned and form part of the large group of Tata enter- 
prises, which have a long record of successful operations 
in many different industries in India. The companies are 
three separate legal entities, owning and operating three 
hydroelectric plants; their operations are coordinated by 
a single managing company, Tata Hydro-Electric Agen- 
cies Ltd. They are the sole suppliers of power in bulk in 
the Bombay area. The power project consists of a gen- 
erating station to be situated on Trombay Island near 
Bombay, underground cable and overhead transmission 
lines, and a substation. Work on the plant began in 1953, 
and the first unit is scheduled for operation in October 







Europe 
Serling Area's Gold and Dollar Reserves 


The sterling area’s gold and dollar reserves rose by $35 
million, to $2,936 million, in October. In each of the 
three previous months they had fallen—in July and 
August wholly on account of repayments on capital ac- 
count and in September because of heavy seasonal pur- 
chases of dollar crops. 

Of the $35 million gold and dollar surplus for October, 
$17 million was received in defense aid and $8 million 
from the European Payments Union in part settlement 
of the September surplus of $16 million. On the other 
hand, the United Kingdom had to make a payment of $2 
million directly to European creditor countries in ac- 
cordance with last summer’s arrangements for the fund- 


ing of part of the U.K. debt to EPU. 





1956. The whole Trombay project should be completed 
by the end of 1957. 


The total cost of the construction of the Bombay plant 
is estimated at the equivalent of $27.5 million. The Bank’s 
loan of $16.2 million will cover all the foreign ex- 
change requirements. The Tata companies have already 
raised the equivalent of $6.2 million of the rupee costs 
through the issue of share capital, and will obtain the 
remainder from further issues of share capital, borrow- 
ings, and their own resources. 


The loan is for 20 years, with interest at 454 per cent 
per annum, including the 1 per cent statutory commis- 
sion charged by the Bank. The loan is guaranteed by 
the Government of India, and is secured by a Trust Deed, 
with Baring Brothers & Co., Limited of London, as 
trustees. 


This is the third loan made by the Bank for the de- 
velopment of electric power in India; other loans have 
been made for railway rehabilitation, agricultural ma- 
chinery, and for the expansion of iron and steel produc- 
tion facilities (see this News Survey, Vol. V, pp. 205 and 
229). The recent loan is also the second made to private 
concerns in India; the other was to the Indian Iron and 
Steel Company, Limited. The net total of the six Bank 
loans for projects in India is now $116.7 million. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
November 19, 1954. 





Although the consequences of the dock strike have 
still to be reflected in the figures and in December the 
half-yearly installments on the U.S. and Canadian credits 
are due, there is much in the short-term prospects for the 
reserves that is reassuring. Prices of sterling commodi- 
ties are firm, and there have been some signs that U.S. 
purchases are recovering slowly. The prospect for the 
balance with EPU also appears satisfactory. In October, 
the sterling area earned a surplus with EPU of $14 
million, to be settled 50 per cent in gold this month. 
Sources: The Economist and The Financial Times, Lon- 

don, England, November 6, 1954. 


United Kingdom Savings 


Official U.K. national income statistics indicate that 
over the past four years an increasing amount has been 
set aside out of personal incomes as “Balance: saving 
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before providing for depreciation and stock apprecia- 
tion.” This is a residual item, and subject to a wide mar- 
gin of error. It includes the business provisions of farm- 
ers, professional persons, and other sole traders and 
partnerships. Nevertheless, the suggestion of a marked 
revival of personal savings is supported by the figures 
relating to building societies, life assurance, superannua- 
tion funds, and other media of saving. The gross savings 
of persons and unincorporated businesses, which for 
1950 were estimated at £102 million and for 1951 at £237 
million, are now put at £870 million for 1953. When al- 
lowance is made for net capital receipts from the Govern- 
ment and taxes on capital and similar items, the net 
resources that became available in 1953 to persons and 
unincorporated businesses for investment are estimated 
at £731 million, or 261% per cent of total investible 
resources, 

A downward trend in “national savings,” i.e., Na- 
tional Savings Certificates, Defense Bonds, Post Office 
and Trustee savings banks deposits, has persisted, how- 
ever. Even after taking in accrued interest, the accumu- 
lated total of “national savings” rose by only £4 million in 
1950-51, and in the three years following fell by £122 
million. The total at the end of August 1954, £6,005 
million, was only a little higher than in March 1947. 

Two factors that may have tended to reduce the total 
of new “national savings” are the expansion of hire pur- 
chase of consumer goods and the growth of various forms 
of “contractual saving.” It is estimated that nearly 30 
per cent of all employees are now covered by some sort 
of pension scheme, and the proportion is still growing. 
With recently enlarged opportunities and facilities, more 
personal savings may tend to take the form of mortgage 
repayments in respect of home ownership, and the growth 
of life assurance premiums also may be partly at the 
expense of national savings. 


Sources: The Banker, October 1954, and Midland Bank 
Ltd., Midland Bank Review, November 1954, 
London, England. 


Economic Developments in France 


France’s trade balance with foreign countries (franc 
area excluded) in October showed a surplus of $1 million 
(exports $238 million, imports $237 million) ; the last 
monthly surplus was that of November 1950. In 1951 
and 1952, the French trade balance became increasingly 
adverse, but some improvement started in 1953. In the 
first quarter of 1954, the adverse trade balance averaged 
$55 million a month; it then declined to $44 million a 
month in the second quarter, and to $34 million a month 
in the third quarter. With her overseas territories, 
France had a trade surplus of $32 million in October. 

In contrast to the deficits with EPU recorded for every 
month this year except July, France had an EPU surplus 


of about $6 million in October. The Journal Officiel of 
November 6 published a list of commodities that can 
henceforth be imported freely from OEEC countries, 
Thus, effective November 8, 1954, the percentage of trade 
liberalization (on private account) with OEEC countries 
amounts to 65 per cent. The Minister of Finance stated 
that 75 per cent will be reached by April 1955. A notice 
in the Journal Officiel for November 6 also announced the 
elimination of the “compensatory tax” of 10 per cent 
and 15 per cent on various commodities, the import of 
which had been freed in April and September 1954 but 
which had still been subject to this tax. 

An upturn in industrial production started early in 
1954 and became marked after the second quarter; in 
September the index of industrial production, excluding 
building, reached 152 (1938 = 100), which was 10 per 
cent above the September 1953 index. This expansion has 
developed in a climate of price stability: in October 1954 
the index of wholesale prices was 134.4 (1949 = 100), 
against 138 in December 1953, and the index of consumer 
prices was 142.9 (1949 = 100), against 142.1 last De. 
cember. In the first eight months of 1954 the money 
supply increased by 4.8 per cent. In October 1954 in- 
terest rates for long-term equipment credit and for short- 
term Treasury bonds were lowered. 

Sources: Agence Economique et Financiére, October 26, 
1954, and Le Monde, October 27 and Noven- 
ber 7, 8, and 9, 1954, Paris, France. 


Norwegian Export Credits 


The Norwegian Government Export Credit Commis- 
sion has the authority to grant credit guarantees up to 
NKr 60 million (US$8.4 million) in order to help Nor- 
wegian exporting firms, but guarantees at present do not 
amount to more than about NKr 15 million. A new type 
of credit guarantee will be granted in the future to appli- 
cants for short-term credits of 30, 60, or 90 days, and in 
this connection the Commission is working in close col- 
laboration with the Norwegian Export Council. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, November 18, 1954. 


Economic Situation in Western Germany 


The economy of the Federal Republic of Germany has 
continued to show improvement in recent months. Qut- 
put of the investment goods industries has again in- 
creased sharply; building activity has reached the limits 
of capacity; and the number of employed has risen al- 
most 800,000 above the number employed last year. 

The sharp rise in the production of investment goods 
has been due mainly to the continued high level of do- 
mestic investment. Since there are signs of a scarcity of 
labor, further investments, with the aim of increasing 
rationalization, are necessary. Orders in the machine- 
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building industries in July and August were about 25 
per cent above those in the corresponding months of 
1953. In recent months, both foreign sales and orders 
from abroad for investment goods have been 40 per cent 
above those a year ago. 

The rise in the output of consumer goods, however, 
has not exceeded the usual seasonal upturn of the autumn 
months. But consumption may increase in the coming 
months, since the income of wage and salary earners has 
expanded as a result of the rise in employment and recent 
wage increases. Building activity has reached its seasonal 
peak. The number of rooms built in the first nine months 
of this year exceeded by 22 per cent the number built 
in 1953. 

The most significant development in the monetary field 
has been the sharp rise in security prices. The average 
price for all shares negotiated on the West German stock 
exchanges rose from 100 per cent in January to 145 per 
cent at the middle of October. The prices of bonds also 
rose: 8 per cent bonds were rated at 104.5 at the end of 
September, compared with 98.5 in January, and most of 
the other bonds also have risen above parity. Despite 
the fact that loans could be obtained under much better 
conditions than a year ago, industry has shown some 
reluctance to secure funds from the capital market, since 
it hopes that the terms of issuance for securities will im- 
prove further. 


Source: Bank deutscher Linder, Auszuge aus Pressear- 
tikeln, Frankfurt am Main, Germany, Novem- 
ber 8, 1954. 


Yugoslav Harvest 


As a result of a very poor harvest, Yugoslavia will 
probably have to import substantial quantities of 
wheat this year. The 1954 wheat crop is estimated at 
slightly over 1.5 million tons, compared with 1.9 million 
tons in the drought year 1952 and an annual average 
postwar yield of about 2.6 million tons. The Yugoslav 
authorities estimate that the amount of wheat to be im- 
ported will probably be around 1.3 million tons, valued 
at about US$100 million, compared with normal annual 
wheat imports of between 500,000 and 700,000 tons. 
About 150,000 tons of U.S. surplus wheat have already 
been shipped to Yugoslavia, and another 125,000 tons 
have been allocated. In addition, 100,000 tons have been 
purchased under a short-term credit from Canada. 

On the financial side, Yugoslavia again faces a balance 
of payments deficit, although industrial exports are rising 
and imports are falling. The value of exports during the 
first nine months of this year amounted to the equivalent 
of 47.1 billion dinars ($157 million), compared with 
38.2 billion dinars ($127 million) during the same period 
in 1953. Imports during the first nine months of 1954 
totaled 72 billion dinars ($240 million), against 95.4 bil- 
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lion dinars ($318 million) in the comparable period of 
1953. In addition to paying for large food imports, 
Yugoslavia has to make substantial payments on external 
debts, including a sterling payment of £7 million which 
is due before the end of this year. It is believed that the 
United Kingdom will offer Yugoslavia some alleviation 
of the debt burden, which would afford considerable 
relief in the next two or three years. 
Sources: Federal Office of Statistics, Indeks, Belgrade, 
Yugoslavia, September 1954; The Times, Lon- 
don, England, November 10, 1954. 


Yugoslav Travelers’ Checks 


The National Bank of Yugoslavia has announced that 
travelers’ checks payable in dinars will be made available 
shortly. The checks, which may be purchased from a 
considerable number of banks in foreign countries with 
which the National Bank has undertaken negotiations, 
will be valid for use in Yugoslavia for a period of six 
months from the date of issue. The checks may be cashed 
at branches of the National Bank or other authorized 
exchange offices, but not in hotels or shops. 

Source: Neue Ziircher Zeitung, 


October 20, 1954. 


Ziirich, Switzerland, 


Middle East 
Money, Credif, and Prices in Egypt 


Egypt’s money supply declined by 4.5 per cent, from 
LE 359.7 million to LE 343.4 million, in the first half 
of 1954. In the corresponding period of 1953, there was 
a decline of 4.6 per cent. The decrease this year was due 
to a decline of 7.2 per cent in currency in circulation 
and of 1.8 per cent in private current deposits; a year 
earlier, currency in circulation fell by 8.6 per cent while 
deposits rose by 0.5 per cent. 

This year, the expanding effect on the money supply of 
the balance of payments surplus (which was due chiefly 
to a favorable trade balance) appears to have been more 
than neutralized by the contracting effect of the surplus 
in government accounts combined with a reduction in 
bank credit. The balance of payments surplus resulted 
in an increase of LE 10.5 million in foreign assets of 
banks, and a net improvement of LE 13.1 million in 
Egypt’s position under its bilateral clearing agreements. 
The budgetary surplus during the same period was about 
LE 13.9 million, reflected in changes in government de- 
posits in banks and in outstanding public debts. While 
the public debt declined by LE 12.5 million, government 
deposits in all banks increased by LE 1.4 million. Bank 
loans and advances to the private sector declined by 
LE 14.8 million, from LE 114.8 million to LE 100.0 
million. 
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As a result of these mild disinflationary factors, prices 
fell during the first six months of 1954. The wholesale 
price index dropped by 4 per cent, in contrast to a rise 
of about 4.5 per cent in 1953. Similarly, the cost of living 
index declined by about 4 per cent, compared with a fall 
of 1 per cent a year earlier. The upward tendency in 
wholesale prices in 1953 was due to increases in prices 
of foodstuffs as a result of the government policy to 
lower the sum spent on subsidizing such commodities as 
sugar and wheat. 

The usual seasonal contraction in commercial bank 
demand for accommodation from the National Bank 
during the first half of the year was not as pronounced 
in 1954 as it was in 1953. While the Bank’s advances 
to commercial banks declined by 93 per cent in the first 
half of 1953, they fell by only 61 per cent this year. 
Similarly, the liquidity of commercial banks did not 
show the usual seasonal increase in the first half of 1954. 
The ratio of their cash in till and balances with the 
National Bank to their current deposits increased by 
about 20 per cent, whereas in the first half of 1953 it 
rose by 80 per cent. These developments were due to the 
fact that commercial banks increased their financing of 
the cotton crop; in the previous season, the crop had 
been financed primarily by the Government. The relative 
decrease in the banks’ liquidity induced the Supreme 
Committee of Currency and Credit to reduce the cash 
reserve requirements of commercial banks from 15 per 
cent to 12.5 per cent as of September 1 (see this News 
Survey, Vol. VII, p. 52). 

Source: National Bank of Egypt, Economic Bulletin, 
Cairo, Egypt, Vol. VII, No. 3, 1954. 


Turkish Wheat Imports 


The agreement recently concluded by Turkey and the 
United States, whereby Turkey will import 300,000 met- 
ric tons of wheat and 200,000 metric tons of feedgrains 
at a total value of US$35.5 million (see this News Survey, 
Vol. VII, p. 153), consists of two parts. Part I authorizes 
three immediate transactions: (1) barter by the U.S. 
Commodity Credit Corporation (under Section 303 of 
P.L. 480) and through private U.S. trade channels of 
approximately 100,000 tons of wheat in exchange for 
Turkish chrome ore, the ore to be used for stockpiling; 
(2) financing by the Foreign Operations Administration 
(under P.L. 665) of the export and sale of 30,000 tons 
of wheat to Turkey, the lira counterpart being used in 
support of the Turkish armed forces; (3) financing by 
the Department of Agriculture (under Title I of P.L. 480) 
of 70,000 tons of wheat and 125,000 tons of feedgrains, 
half of the lira counterpart to be used to meet U.S. ob- 
ligations in Turkey and the remainder to further Turkish 
development. 

Part II of the agreement, which is to become effective 
early in 1955, provides conditional authority for meeting 


Turkey’s emergency balance of payments needs. An ad- 
ditional 100,000 tons of wheat, 70 per cent to be financed 
by FOA under P.L. 665 and 30 per cent by the Depart. 
ment of Agriculture under Title I of P.L. 480, and 75,000 
tons of feedgrains provided by the Department of Agri- 
culture under Title I of P.L. 480 may be exported to 
Turkey. The lira counterpart funds will be used for the 
same purposes as specified in Part I of the agreement. 
Under the arrangement, Turkey will use domestically 
all grain received from the United States and will not 
export grain until July 1, 1955, except to meet two small 
commitments undertaken last year. 
Source: The Journal of Commerce, New York, N. Y., 
November 17, 1954. 


Foreign Investment in Pakistan 


The Government of Pakistan has announced new regu- 
lations to facilitate the repatriation of foreign capital 
investment in Pakistan. According to these regulations, 
capital invested after September 1954 in projects ap- 
proved by the Pakistan Government may be repatriated 
at any time thereafter, to the extent of the original 
investment, to the country from which the investment 
originated. Any part of the profit derived from invest- 
ment and plowed back into approved industries or proj- 
ects with the Government approval may be treated as 
investment for the purpose of repatriation. The Govern- 
ment has also given an assurance that, if any undertaking 
is nationalized, just and equitable compensation will be 
paid to the dispossessed owners and will be remittable. 
The new regulations also provide for an increase in the 
permitted percentage of foreign investment, and a cor- 
responding reduction in the percentage of Pakistani 
capital. Foreign participation will be permitted up to 
60 per cent of the total investment approved by the Gov- 
ernment, while Pakistani capital will be at least 40 per 
cent. Previously, the percentage of foreign capital al- 
lowed was 49 per cent, and of Pakistani capital 51 per 
cent. 


Source: The Journal of Commerce, New York, N. Y., 
November 4, 1954. 


Pakistan's Rice Controls 


The Government of Pakistan has withdrawn all re- 
strictions concerning private trade on rice in Pakistan, 
except in the border areas. The export of rice from West 
Pakistan will be free, subject to export price control to 
be exercised by the State Bank. The Ministry of Food 
will assess and announce the exportable surplus of each 
variety of rice produced in West Pakistan, and no exports 
will be allowed in excess of that quantity. The Govern- 
ment has decided not to include rice in the export incen- 
tive schemes or any barter transactions. Exports of rice 
from East Pakistan will continue as at present. 


Source: Dawn, Karachi, Pakistan, November 5, 1954. 
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Far East 
Reduction in Indian Export Duty on Groundnut Oil 


The Government of India has made a further reduction 
in the export duty on groundnut oil, from Rs 225 
(US$47.25) per ton (see this News Survey, Vol. VII, 
p. 93) to Rs 100 ($21.00) per ton, with immediate effect. 
This action follows the accumulation of large stocks of 
groundnut oil in India, coupled with prospects of an 
unusually large crop of groundnuts. On October 12, 
the Ministry of Commerce and Industry announced its 
decision to release further quantities of groundnut oil 


























































































|. Y., | for export by established shippers. 
Source: The Times of India, Bombay, India, November 5, 
1954. 
i Thai Loans for Development 
apital Three bills have been drafted by representatives in the 
tions, | National Assembly, authorizing the Thai Government to 
is ap- float internal loans for industrial, railway, and welfare 
riated § housing projects. Each loan would total 5 billion baht. 
iginal The loan for industrial projects would provide funds 
stment | for developing industries, to supply the people of Thai- 
‘nvest- land with certain commodities at low cost and also to 
+ proj- make Thailand independent of imports of such goods in 
ted as & the event of war. Particular emphasis is to be put on 
overn- & ‘he manufacture of iron; iron ores found in many prov- 
taking | inces are to be utilized. 
aie be The railway loan, with interest not exceeding 5 per 
ittable. @ cent, would be repaid in 20 years; and the loan for 
in the & Welfare housing projects, with interest not exceeding 
a cor- & + per cent, would be repaid within 30 years. 
kistani § Source: The Bangkok Post, Bangkok, Thailand, Sep- 
up to tember 6, 1954. 
1e Gov- aes . 
40 per Taiwan's Outward Remittances in 1953 
seal al- Outward remittances from Taiwan in 1953 totaled the 
51 per equivalent of US$3.62 million, slightly less than the 1952 
total of US$3.64 million. The 1953 remittances were for 
N. Y. the following purposes: motion picture rentals (41.1 per 
cent), airlines (21.9 per cent), newspapers and books 
(10.8 per cent), insurance (7.2 per cent), student ex- 
penses (6.6 per cent), family maintenance (4.1 per cent), 
all re- @ 'taveling expenses (3.5 per cent), and miscellaneous 
akistan, § (4-8 per cent). 
ym West Outward remittances are subject to the prior approval 
ntrol to § ° the Foreign Exchange and Trade Control Commission 
of Food § (FETCC). Applications are first screened by the Pre- 
of each § liminary Screening Committee for Ordinary Remittances 
, exports under the FETCC, in accordance with the ruling estab- 
Govern- § lished for each kind of remittance. There are two other 
rt incen- § °°mmittees under the FETCC, one in charge of imports 
s of rice § 20d the other of special payments. 
t. Source: Far Eastern Economic Review, Hong Kong, 








1954. October 7, 1953. 
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U.S. Aid to South Korea 


In an agreement signed November 17 by the United 
States and South Korea, the United States agreed to pro- 
vide South Korea in the next fiscal year with $250 million 
worth of economic aid and $450 million worth of military 
assistance. South Korea agreed to establish new exchange 
procedures for repayment of hwan loans to allied forces 
(the old rate of repayment was $1 for 180 hwan, whereas 
the new rate will be $1 for 254 hwan for June, July, and 
August, and $1 for 310 hwan for September, October, 
and November) ; encourage private ownership of indus- 
trial projects; make efforts to balance its budget and to 
continue to resist inflation; and procure aid supplies 
wherever in noncommunist countries goods of required 
quality can be obtained at the best price. 


Source: The Journal of Commerce, New York, N. Y., 
November 18, 1954. 


Japan and the Gat 


The Contracting Parties to the General Agreement on 
Tariffs and Trade agreed on October 29 to make arrange- 
ments for tariff negotiations with Japan. Tariff conces- 
sion lists have already been exchanged by Japan with 
West Germany, Sweden, Norway, and Italy. The U.S. 
State Department has published a list of some 200 items 
on which it is prepared to negotiate with Japan, and has 
also indicated that it may offer tariff concession to third 
countries in exchange for concessions they may make 
to Japan. The negotiations will commence in Geneva in 
February 1955, and they are expected to last two or 
three months; the question of Japan’s formal admission 
to the GATT will then be further considered. At present, 


Japan is only an associate member (see this News Survey, 
Vol. VI, p. 179). 


Sources: The Financial Times, October 30, 1954, and 
The Economist, November 20, 1954, London, 
England; The Nippon Times, Tokyo, Japan, 
November 8, 1954. 


New Trade Plan Between Japan and Western Germany 


A new Japanese-German trade plan and a partial 
amendment of the trade and payments agreements be- 
tween Japan and Germany (see also this News Survey, 
Vol. VII, p. 38) were signed on October 22, 1954, cover- 
ing the period October 1, 1954 to September 30, 1955. 
The new plan provides for an exchange of goods and 
services to the total value of $52 million each way. Trade 
will be on a dollar-open-account basis with a swing limit 
of $12 million. Japanese exports to Germany are esti- 
mated as including $37 million for direct trade, $10 mil- 
lion for indirect trade, $4 million for invisible items, and 
an unallocated reserve of $1 million. German direct ex- 
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ports to Japan are put at $46.5 million and invisible items 
at $4 million, with an unallocated reserve of $1.5 million. 

Japan’s last plan for trade with Western Germany, 
covering the period July 1, 1953 to June 30, 1954, pro- 
vided for an exchange of goods and services to the total 
value of $45 million each way. However, actual trade 
between the two countries during this period amounted 
to $19 million of exports from Japan, and $47 million 
of exports from Germany, leaving a balance of $28 
million against Japan. 

The new trade plan, unlike its predecessors, will be on 
a license basis and not a payment basis. The swing limit 
of $12 million is maintained, but the creditor nation may 
request immediate payment of any excess over this limit. 
Previously, the creditor had the right to request payment 
only when the excess continued for more than 30 days. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, November 6, 
1954. 


Japanese Export Prices 


According to the Bank of Japan, Japanese export 
prices declined by 5.5 per cent in September 1954, 


mainly because of a fall in the prices of metals and metal 


products. The export price index for September was 
117.8 (July 1950-June 1951 = 100), about 9 per cent 
below the January 1954 index. 


Source: The Nippon Times, Tokyo, Japan, November 1}, 


1954. 


Demonetization of Designated Philippine Currency 


As provided in Republic Act No. 1191, which was ap- 
proved on August 25, 1954, the Central Bank of the 
Philippines has promulgated the necessary rules and 
regulations for the demonetization of Philippine Treasury 
certificates and Central Bank notes of over P 100 de- 
nomination. Central Bank Circular No. 57 dated Octo- 
ber 6, 1954 provides for the surrender of such bills to 
the Central Bank or its authorized agent banks in ex- 
change for the equivalent amount of Treasury certificates 
or Central Bank notes of smaller denominations. All 
bills of over P 100 denomination not presented for ex- 
change shall, after February 25, 1955, cease to be legal 
tender. Holders ef demonetized bills may also use them 
to buy government bonds and securities and certain 
specified industrial bonds and securities, or deposit them 
in banks during the period of six months from the ap- 
proval of Republic Act No. 1191 but not beyond Febru- 
ary 25, 1955. 


Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., October 29, 
1954. 


United States and Canada 
U.S. Corporation for Export Financing 


Chase National Bank announced on November 19 plans 
to organize a multimillion dollar corporation to meet the 
needs of U.S. industries for medium-term credit in finan- 
cing export trade. Bank officials said they will soon ask 
the Federal Reserve Board for a charter for a new 
company that would specialize in loans to commercial 
export firms and to corporations that export their own 
products. Only companies holding shares—probably pre- 
ferred stock—in the new Chase corporation would be 
eligible to borrow from it. Exporters would also partici- 
pate, through the medium of “participation certificates,” 
in each transaction financed. They also must hold a 
cash down-payment on the gross sales price of any 
article to be financed. Transactions would be financed 
in dollars. Notes would be for a maximum of five years 
and a minimum of six months. The Export-Import Bank 
would guarantee 25 per cent of the importer’s liability 
when the notes are purchased by the corporation. Under 
the terms of an arrangement between the corporation and 
the Export-Import Bank, only capital goods of a produc- 
tive nature are regarded as eligible for financing, at least 
in the initial stages of the plan. 

In addition to selling preferred and common stock, the 
new corporation would sell its own “senior notes” to com- 
mercial banks and other financial institutions. It is ex- 
pected that exporters would buy the preferred stock; the 
common stock would be held in the corporation’s treas- 
ury, at least in the initial stages of the venture. A spokes- 
man for Chase Bank has said that it is hoped the new 
corporation may be operating early in 1955. 


Sources: The Wall Street Journal and The Journal oj 
Commerce, New York, N. Y., November 19, 
1954. 


U.S. Industrial Production 


Industrial production in the United States rose more 
than seasonally in October, for the second consecutive 
month. The seasonally adjusted index, at 125 (1947-49= 
100), was one point above the September index and two 
points above the index for August. In November, there 
has been a further increase, but its magnitude is not yet 
known. The October index was about 5 per cent below 
the index for October 1953, and about 9 per cent below 
the all-time high reached in July of last year. 

In releasing the October data, the Board of Governors 
of the Federal Reserve System noted that activity in the 
automobile and steel industries showed a further consid- 
erable rise in November. Steel production in November 
was at 79 per cent of capacity, compared with 73 per 
cent in October and 67 per cent in September. 

A shift in seasonal patterns for some industries has 
been partly responsible for the rise in seasonally ad- 
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justed data for October and November of this year. For 
example, during most of the interwar period new auto- 
mobile models were shown in January and February, 
whereas this year they have been shown in November. 
Automobile production increases in October and Novem- 
ber also reflect the fact that production was curtailed 
for an unusually long period just prior to 1955 model 
change-overs, so that dealers might dispose of their stocks. 
Increased production in the steel, glass, and other indus- 
tries reflects rising output of automobiles. 
Sources: The Journal of Commerce, November 17, 1954, 
and The Wall Street Journal, November 22, 
1954, New York, N. Y. 


U.S. Gross National Product 


U.S. national output was virtually unchanged in the 
third quarter of the year. At the seasonally adjusted 
annual rate of $355.5 billion, it was only $0.5 billion 
less than in the previous quarter. Continued reductions 
in federal government spending, inventory investment, 
and purchases of capital goods were largely offset by 
increased private construction, consumer spending, and 
state and local government outlays. Federal government 
outlays fell from $51.3 billion to $47.9 billion, primarily 
because of continued reductions in defense expenditures. 
Inventories were reduced by $4.8 billion during the 
quarter, $1 billion more than in the previous three 
months and the largest cut since liquidation began in the 
last quarter of 1953. Outlays for producers’ durable 
equipment fell by $0.6 billion. New construction rose by 
$1.3 billion, and state and local purchases by $0.7 bil- 
lion. The rise of $1.7 billion in personal consumption 
was concentrated in nondurable goods and services; con- 
sumption of durable goods remained virtually unchanged. 
Source: The Journal of Commerce, New York, N. Y., 

November 15, 1954. 


New Governor of the Bank of Canada 


Mr. Graham Towers is to retire as Governor of the 
Bank of Canada, effective January 1, 1955. He will be 
succeeded by Mr. James E. Coyne, at present deputy 
governor. Mr. J. R. Beattie will become senior deputy 
governor, and Messrs. R. B. McKibbin and Louis Ras- 
minsky will be appointed to the newly created posts of 
junior deputy governor. Mr. Towers will also retire 
from the presidency of the Industrial Development Bank. 
Source: The Globe and Mail, Toronto, Canada, Novem- 

ber 20, 1954. 


Latin America 
Commercial Bank Credif in Peru 


The volume of commercial bank loans in Peru in- 


creased by 158 million soles during the first half of 1954. 


If the same rate of lending is maintained during the rest 
of the year, credit expansion will be some 30 per cent 
less than it was in 1953. 


Source: /nca Features, Lima, Peru, October 15, 1954. 


Brazilian Petroleum Imports 


During the five-year period, 1950-54, Brazil’s pe- 
troleum imports totaled 19.6 billion cruzeiros or 15 per 
cent of all imports. It is estimated that expenditures on 
petroleum imports in 1954 will amount to approximately 
$250 million, or 39 per cent of coffee export receipts. 
Most imports of petroleum products come from Latin 
America and payment is primarily in hard currencies, 
imports from Venezuela having increased since 1948. Of 
the estimated total of $135 million to be spent for petrole- 
um products during the second half of this year, $15 
million will be payable in sterling and $120 million in 
U.S. dollars. 

The development of domestic refineries is expected 
to result in savings of some $30 million a year in foreign 
expenditures. Output of a refinery in Bahia is estimated 
at 2,500 barrels a day in 1954 and 5,000 barrels in 1955. 
When operations are at full capacity, total production 
is expected to be about 5,500 barrels per day, or nearly 
3 per cent of Brazil’s total consumption, which is es- 
timated at some 190,000 barrels per day. A refinery at 
Cubatao in the state of Sao Paulo will produce an estim- 
ated 45,000 barrels a day in 1955; the Unido refinery 
at Sao Paulo some 20,000 barrels; the Manguinhos re- 
finery in Rio de Janeiro some 10,000 barrels; and the 
Ibessa refinery some 2,500 barrels a day. 

Source: Brazilian Government Trade Bureau, Brazilian 
Bulletin, New York, N. Y., November 1, 1954. 


Agricultural Credit in Bolivia 


In accordance with the Bolivian Government’s program 
of economic development and diversification, the Banco 
Agricola de Bolivia is to be reorganized in order that 
it may extend credit of approximately Bs 700 million to 
agriculture, to expand both agricultural and livestock 
production. 

The Bank will assist farmers in presenting loan appli- 
cations, and will provide technical assistance for the 
mechanization of agriculture. For the latter purpose, the 
Bank has signed an agreement with a U.S. firm, the 
International Development Service, to train 17 Bolivian 
nationals, over a two-year period, so that they may super- 
vise the further execution of the agricultural program. 


Source: La Nacion, La Paz, Bolivia, September 18, 1954. 


Bolivia-Yugoslavia Trade Agreement 


A trade agreement signed on October 8, 1954 by 
Bolivia and Yugoslavia provides for an exchange of goods 
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to a value of approximately US$500,000 each way and 
for most-favored-nation treatment. Products to be ex- 
ported from Bolivia include complex concentrates of tin 
and wolfram, copper concentrates, sulphur, raw rubber, 
and various forest products. The list of Yugoslav exports 
includes manufactured goods, chemicals, some agricul- 
tural products, such as hops, leaf tobacco, cotton, wool 


yarn, jute in hanks, and twine. 


The agreement will be in force for a year from the 
date of signing, and it will be extended automatically for 


one-year periods thereafter if not previously renounced. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., November 8, 1954. 


Uruguayan Wool Situation 


The forecast for Uruguay’s wool clip in the 1954-55 
season is about 95.000 metric tons, slightly larger than 
the output in 1953-54. Nearly half of the clip will con- 
sist of 58/60’s crossbred. According to trade sources, 
fleeces 56’s and higher (apparel grades) will account for 
approximately 90 per cent of all wool shorn. Wool quality 
(color and staple) compares favorably with that of the 


previous season. 


Since foreign buyers have not yet shown interest in 
wool in the Montevideo market, prices are not quoted on 
the domestic commodity exchange (Camara Mercantil de 
Productos del Pais). Very little new-clip wool has been 
contracted or purchased from growers. Japanese buyers, 
however, are reportedly considering a sizable quantity 
of wool tops (valued at US$4 million) for delivery dur- 


ing the first six months of the current wool year. 


The volume of wool exports during 1953-54 was con- 
siderably below the record shipments of the preceding 
year, when a “clip and a half” moved abroad. Last 
season’s exports totaled 156,853 bales of about 450 kilos 
each, compared with 260,194 bales in 1952-53. For the 
second consecutive year, the United Kingdom was the 
chief importer of. Uruguayan wool, taking a total of 
45,474. bales. The Netherlands ranked second, and the 
United States fell to third place. 


According to trade sources, at least three fourths of 
the 1953-54 shipments to the United Kingdom were trans- 
shipped to the Soviet Union and other Eastern European 
countries. Also, some of the shipments to the Netherlands 


included re-exports to those countries. Direct purchases 


of greasy wool by the Soviet Union totaled about 1,500 


tons. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., November 1, 1954. 


Other Countries 


Australian Wool Prices 


Australian wool prices, which had been falling for 
more than a month, reached an average of £A 88 per bale 
early in November. If present prices prevail, the wool 
check this season will be nearly £A 50 million lower than 
last year’s check of £A 391 million. 


The main cause of the recent fall is the lack of the 
usual volume of buying from the United Kingdom. Also, 
the U.S.S.R. has not bought Australian wool this season, 
and U.S. buying has not been heavy. However, there has 
been strong buying from West European countries. The 
average price has fallen about £A 8 per bale since the 
opening of the season late in August, and the tendency is 
still downward. The waterfront strike in Australia may 


adversely affect buying. 


Source: The Times, London, England, November 4, 1954. 


South African Gold Production 


South African gold production in September was 
1,141,000 ounces, valued at £14.2 million, slightly more 
than in August, when the largest monthly output to date 
had been recorded. Orange Free State output was valued 


at nearly £1.5 million. 


Source: Cape Times, Cape Town, Union of South Africa, 
October 11, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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